TENNESSEE GENERAL ASSEMBLY
FISCAL REVIEW COMMITTEE FISCAL NOTE

HB 1554 - SB 1334

March 24, 2011

SUMMARY OF BILL: Authorizes municipal governments with brownfield
redevelopment projects to approve economic impact plans allocating incremental property tax
revenue to industrial development corporations for specified purposes, including debt service on
bonds.

ESTIMATED FISCAL IMPACT:

Other Fiscal Impact — Future incremental property tax revenue will be
redirected from the general funds of participating local governments to
industrial development corporations. This bill is permissive and the number of
economic impact plans that will be adopted is unknown. If two projects utilize
this mechanism, there will be a permissive shift in local revenue in an amount
exceeding $40,000 each year for a period of thirty years.

Assumptions:

e The provisions of this bill apply to Davidson, Hamilton, Knox, and Shelby counties.

e According to the Department of Environment and Conservation, there are 46 brownfield
sites in Davidson, Hamilton, Knox, and Shelby Counties.

e Property tax revenues will be frozen in the year prior to the economic impact plan. Any
incremental property tax revenue above this base tax amount generated from a particular
area will be allocated to the industrial development corporation.

e Local governments will continue to collect property taxes at the frozen level until the
plan’s term expires.

e The fiscal impact to local governments resulting from an extension of the time period
taxes may be allocated to corporations under an economic impact plan is unclear.

e The average property tax rate is $4 per every $100 of assessed value. For every
$1,000,000 assessed value, the taxes generated will be $40,000. The average property
value after development will be $1,500,000 and will generate $60,000 in property tax
revenue resulting in $20,000 of forgone revenue to local governments each year.

e [t is not known how many economic impact plans will modify their plans under the
proposed provision. It is assumed there will be two projects with a frozen assessed value
of $1,000,000 per property each year. The assessed property value after development
will be $1,500,000 per property resulting in forgone revenue to local governments of
$40,000 ($20,000 x 2) for 20 additional years.

e In project year 31, and each year after, there will be an increase to local government
revenues of $40,000.
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